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Report of Independent Certified Public Accountants

The Honorable Mayor and
Members of City Council
City of Colorado Springs, Colorado



Colorado Springs Municipal Airport
Colorado Springs, Colorado
BALANCE SHEETS
December 31, 2006 and 2005

2006
ASSETS
CURRENT ASSETS
Unrestricted cash and investments $ 24,531,497
Restricted cash and investments 7,989,834
Accounts receivable 8,051,398
Due from other City funds 50
Total current assets 40,572,779
NONCURRENT ASSETS
Restricted assets
Investments 5,834,683
Unamortized bond issuance costs 601,441
Note Receivable 1,288,586

—_—

Capital assets

Land 18,423,581
Buildings 93,353,277
Improvements other than buildings 87,133,906
Machinery and equipment 5,645,340
Infrastructure 16,795,306
Vehicles 4,363,730
Construction in progress 57,337,685
Less accumulated depreciation (64,937,976)

Total capital assets (net of accumulated

depreciation and amortization) 218,114,849
Total noncurrent assets 225,839,559
Total assets $266,412,338

The accompanying notes are an integral part of these statements.
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2005

$ 25,675,347
13,443,379
2,174,933
13,940

EE—— s Yans

41,307,599

— et A A

5,834,683

— e ar e e

670,264

—_— e T

18,423,581
88,460,646
125,506,949
4,160,389
16,795,306
4,537,074
14,482,496

(76,051,576)

196,314,865

~ 202,819,812

$244,127,411



Colorado Springs Municipal Airport
Colorado Springs, Colorado
BALANCE SHEETS
December 31, 2006 and 2005

2006
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Current portion of revenue bonds payable $ 3,213,493
Current portion of note payable 596,817
Accounts payable 10,204,676
Accrued salaries, benefits 612,454
Due to other City funds 112,642
Deferred revenue and other tenant deposits 1,110,771
Total current liabilities 15,850,853
NONCURRENT LIABILITIES
Revenue bonds payable 53,328,643
Note Payable 686,713
Accrued sick leave benefits 384,979
Total noncurrent liabilities 54,400,335
Total liabilities 70,251,188
NET ASSETS
Invested in capital assets, net of related debt 166,123,866
Restricted net assets 13,824,516
Unrestricted net assets 16,212,768
Total net assets 196,161,150
Total liabilities and net assets $266,412,338

The accompanying notes are an integral part of these statements.
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2005

$ 3,156,421
3,808,187
496,660
109,066
1,152,840

8,723,174

—_—

56,189,010
353,157

_ 56,542,167
65,265,341
136,969,435

19,278,062
22,614,573

178,862,070

$244,127 411



Colorado Springs Municipal Airport
Colorado Springs, Colorado

STATEMENTS OF REVENUES, EXPENSES AND

CHANGES IN FUND NET ASSETS
Year ended December 31, 2006 and 2005

Operating revenues
Airline revenues
Terminal building concessions
Parking concessions
Landside commercial concessions

Other charges
Total operating revenues
Operating expenses
Salaries and benefits
Other operating expenses
Depreciation
Total operating expenses
Operating income (loss)
Non-operating revenues (expenses)
Investment income
Passenger facility charges
Customer facility charges
Operating grant
Interest expense
Gain/loss on disposal of capital assets
Total non-operating revenues (expenses)

Income before contributions

Capital grants
Capital contributions

Change in net assets
Total net assets — beginning of year

Total net assets — end of year

The accompanying notes are an integral part of these statements.
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2006

$ 8,176,697
1,563,121
6,181,680
3,830,488
1,790,033

—_—_— s

21,542,019

7477 470
6,327,062
8,552,544

22,357,076

(815,057)

1,819,501
2,755,309
945,662
168,487
(3,100,210)
(19.855,865)

(17.267.116)
(18,082,173)

32,826,799
2,554,454

17,299,080

178,862,070

$196,161,150

2005

$ 8,240,691
1,421,576
5,442,665
3,861,853
1,752,563

—_—

20,719,348

—_— e

7,088,325
6,128 459
8,157,208

21,373,992

—_— e

(654,644)

1,077,834
2,836,904
991,420
156,702
(3,244,482)

9,656

1,828,034
1,173,390

5,648,091

6,821,481
172,040,589

$178,862,070



Colorado Springs Municipal Airport

Colorado Springs, Colorado

STATEMENTS OF CASH FLOWS

Year ended December 31, 2006 and 2005

Cash flows from operating activities
Receipts from customers
Receipts from interfund services provided

Payments to suppliers
Payments to employees
Payments for interfund services used

Net cash provided by operating activities

Cash flows from noncapital financing activities
Operating grant

Cash flows from capital and related financing activities
Capital grant
Capital expenditures
Passenger facility charges
Customer facility charges
Principal payments on revenue bonds
Interest payments on revenue bonds
Payment from accounts payable incurred for
tixed asset additions

Net cash used in capital and related financing activities

Cash flows from investing activities
Interest received on investments
Purchases of investments
Proceeds from sales and maturities of investments

Net cash provided by (used in) investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents — beginning of year
Cash and cash equivalents — end of year
Investments

Cash and investments

Reconciliation of cash and investments to the balance sheet
Unrestricted cash and investments
Restricted cash and investments
Total cash and investments
(continued)
The accompanying notes are an integral part of these statements.
20

2006

$ 21,569,500
45377

(3,435,644)
(7,329,855)
(2.652,948)

8,196,430

—_—_— s

150,000

26,770,403
(21,937,174)
2,763,025
945,662
(3,230,000)
(2,604,683)

5,209,967
(2,502,734)

1,483,774
(17,396,409)
11,420,878

(4,491,757)

1,351,939
197,701
1,549,640
36,806,374

$ 38,356,014

December 31,
2006

$ 24,531,497
13,824,517
38,356,014

2005

$ 20,749,966
36,742

(3,566,535)
(7,093,600)
(2.546,885)

7,579,688

—_— e

120,500

6,847,500
(11,176,091)
2,652,968
991,420
(3,170,000)
(2,658,348)

(3,890,829)
(10,403,380)

1,348,569
(40,197,037)
40,197,360

1,348,892

(1,354,300)
1,552,001
197,701
44,755,708

$§ 44953409

December 31,
2005

$ 25,675,347
19,278,062
$ 44,953,409



Colorado Springs Municipal Airport
Colorado Springs, Colorado

STATEMENTS OF CASH FLOWS - CONTINUED
Year ended December 31, 2006 and 2005

Reconciliation of operating income (loss) to net cash

provided by operating activities
Operating income (loss)

Adjustments to reconcile operating income (loss)

to net cash provided by operating activities
Depreciation
(Increase) decrease in assets
Receivables
Due from other City funds
Increase (decrease) in liabilities
Accounts payable

Accrued salaries, benefits, and sick leave benefits

Due to other City funds

Deferred revenue and other tenant deposits
Net cash provided by operating activities

Noncash capital and related financing and investing activities:

2006

$  (815,057)

8,552,544

101,062
13,864

234,895
147,616
3,575
(42,069)

$  8196,430

2005

$ (654,644)

8,157,208

52,102
5,123

9,549
(5,275)
5,490

10,135

$ 7,579,688

The Airport had unrealized losses on investments of $303,869 and $270,735 for the years ended
December 31, 2006 and 2005, respectively. The Airport obtained fixed assets through incurring
payables in the amount of $9,100,795 and $2,939,201 as of December 31, 2006 and 2005,

respectively.
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Colorado Springs Municipal Airport
Colorado Springs, Colorado
NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1. Financial reporting entity

The City of Colorado Springs owns and operates the Colorado Springs Municipal Airport, which
provides air transportation services for Colorado Springs, El Paso County, and surrounding
communities. The Airport is located in the southeastern part of the City of Colorado Springs,
Colorado.

The City, as lessor, has entered into lease agreements with various airlines, rental car companies,
terminal concession operators, general aviation service providers, and business park tenants.
The agreements cover not only the lease of airport building space and land to the lessees, but
also the lessees’ payment of fees to the Airport based on the lessees’ revenues. In addition, the
City is a party to a parking management contract in which the City receives all revenues from its
public parking facility and pays operating expenses and a management fee to the operator.
Substantially all Airport revenue is generated from these agreements.

The Colorado Springs Municipal Airport (Airport) is an enterprise fund of the City of Colorado
Springs, Colorado. These financial statements present only the financial position of the
Colorado Springs Municipal Airport. These financial statements do not purport to, and do not,
present fairly the financial position of the City of Colorado Springs, Colorado, and the changes
in its financial position and its cash flows in conformity with accounting principles generally
accepted in the United States of America.

A Director of Aviation directs and manages the Airport. This Director reports to one of the
Assistant City Managers who is appointed by the City Manager, who, in turn, is appointed by the
City Council. Major policy decisions are subject to the approval of the City Council.

2. Measurement focus, basis of acconnting and financial statement presentation

Airport funds are accounted for using the accrual basis of accounting and the flow of economic
resources measurement focus. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows.

The Airport applies all applicable Governmental Accounting Standards Board (GASB)
pronouncements as well as all Financial Accounting Standards Board pronouncements
(including those issued after November 30, 1989) unless those pronouncements conflict with or
contradict GASB pronouncements, in accounting and reporting for its operations.

The Airport distinguishes operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering
goods in connection with the Airport’s principal ongoing operations. The principal operating
revenues of the Airport are charges to customers for sales and services. Operating expenses
include the cost of sales and services, administrative expenses, and depreciation on capital assets.
All revenues and expenses not meeting this definition are reported as nonoperating revenues and
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Colorado Springs Municipal Airport
Colorado Springs, Colorado
NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005
NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

2. Measurement focus, basis of accounting and financial statement presentation - continued

expenses. When both restricted and unrestricted resources are available for use, it is the
Airport’s policy to use restricted resources first, then unrestricted resources as they are needed.

3. Assets, liabilities and net assets

A. Deposits and investments

The Airport’s cash and cash equivalents are considered to be cash on hand, demand deposits,
repurchase agreements and amounts in the pooled cash and investment accounts of the City of
Colorado Springs.

Investments are stated at fair value determined by quoted market prices.

The Airport adopted GASB No. 40; Deposit and Investment Risk Disclosures during the fiscal year
ended December 31, 2004, and will comply with the provisions prospectively. GASB Statement
No. 40 was issued in order to modify custodial credit risk disclosures and to establish more
comprehensive disclosure requirements addressing other common risks of the deposits and
investments of state and local governments. Disclosures required by GASB Statement No. 40
are located in Note C.1. Adoption of GASB Statement No. 40 had no effect on beginning net
assets or change in net assets.

B. Capital assets and depreciation

Capital assets are carried at cost. The Airport capitalizes acquired property that is of a tangible
nature, has an estimated useful life of three years or more, and has a value of at least $5,000.

Depreciation of capital assets for the Airport is provided for using the straight-line method
based on the estimated service lives of the assets, which are as follows:

Buildings 40 — 45 years
Improvements other than buildings 25 — 30 years
Machinery and equipment 5 — 15 years
Infrastructure 40 — 50 years
Vehicles 5 — 15 years

Interest is capitalized on fixed assets acquired with tax-exempt debt. The amount of interest
capitalized is calculated by offsetting interest expense incurred from the date of the borrowing
until completion of the project with interest earned on invested proceeds over the same period.

Maintenance, repairs and renewals, which neither materially add to the value of the property nor
appreciably prolong its life, are charged to expenses as incurred.
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Colorado Springs Municipal Airport
Colorado Springs, Colorado
NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005
NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

3. Assets, liabilities and net assets - continued

C. Compensated absences

The Airport’s employees earn vacation and sick leave in varying amounts. The amount of
accumulated, unpaid vacation and sick leave benefits at year-end is accrued and shown on the
balance sheet.

D. Restricted net assets

In accordance with applicable bond ordinance provisions and federal regulations, certain cash
and investments are restricted and have been included in the accompanying balance sheets as
restricted cash and investments. Additionally, the bond ordinance and federal regulations also
require restriction of net assets for specific purposes, including operating expense reserves, debt
service reserves and approved capital improvement projects. Net asset amounts required to be
restricted are shown in the accompanying balance sheets as restricted net assets.

E. Passenger facility charges

The Federal Aviation Administration (FAA) has approved previously filed applications of the
Airport for the right to impose passenger facility charges (PFCs) on enplaned passengers at the
Airport.  PFC revenue is required to be used to fund FAA approved capital projects eligible
under federal legislation permitting the imposition of PFCs. The approved Airport projects
include certain completed and ongoing projects such as runway and taxiway rehabilitations,
security enhancements, roadway upgrades and drainage improvements. GASB 34 requires PFCs
be recognized when earned, not when received. Unspent PFC revenue is recorded in the
financial statements as restricted cash and restricted net assets.

F. Customer facility charges

In 1994, the City of Colorado Springs issued $6,093,000 aggregate principal amount of its
Special Facility Bonds to finance the construction of service and storage facilities for rental car
companies located on the Airport. The customer facility charge (CFC) was originally established
to pay the debt service and expired on September 1, 2004. When the bonds were retired, there
was an excess held by the bond trustee of $3,576,541. Per the bond documents, these funds
were returned to the Airport where $250,000 was set aside as reserved funds as required under
the rental car concession agreement and the remaining was recorded as CFC revenue on the
financial statements.

An ordinance (04-32) was approved by the City Council on March 23, 2004, allowing the
Airport to continue to collect the CFCs for the purpose of funding rental car improvement
projects. The collection rate of $1.50 per rental car contract date has remained in effect since
the adoption of the ordinance. The rate cannot exceed $2.50 per rental car contract day without
City Council approval.
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Colorado Springs Municipal Airport
Colorado Springs, Colorado
NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
3. Assets, liabilities and net assets - continued

G. Unamortized bond issue costs

Unamortized bond issue costs are amortized over the life of the bond issue on the effective
interest method.

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
1. Budgetary information

In accordance with City Charter, the Airport is required to submit a balanced budget to City
Council on or before the third Monday of November of each year. The budget is reviewed and
modified as appropriate and an appropriation ordinance is prepared to adopt the budget no later
than December 31 of each year. Annual appropriations lapse at year-end. The budget of the
Airport is prepared on a modified accrual, non-GAAP, basis of accounting.

Because accounting principles applied for purposes of developing data on a budgetary basis
differ significantly from those used to present financial statements in conformity with
accounting principles generally accepted in the United States of America (US GAAP), a
reconciliation of resultant basis, timing and perspective for the years ended December 31, 2006
and 2005, is presented below:

2006 2005

Operating expenses (US GAAP basis) $ 22,357,076 $ 21,373,992
Non-operating expenses (US GAAP basis) 22,956,075 3,234,826

45,313,151 24,608,818
Less: Depreciation expense (8,552,544) (8,157,208)
Add: Capital expenditures (accrual basis) 50,417,281 14,115,292
Expenditures (budgetary basis) $ 87,177,888 $ 30,566,902
Appropriations $§ 95,166,352 $ 81,371,308

NOTE C — DETAILED NOTES
1. Deposits and investments

The City of Colorado Springs pools the cash and investments of its funds, including the Airport.
The City’s pooled cash and investments as of December 31, 2006 and 2005, amounted to
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Colorado Springs Municipal Airport
Colorado Springs, Colorado
NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005

NOTE C - DETAILED NOTES - Continued

1. Deposits and investments - continued

$161,820,946 and $167,139,613, respectively. The Airport’s allocated portion of pooled cash
and investments as of December 31, 2006 and 2005, was $32,521,331 and $39,118,720,
respectively. The Airport’s portion was approximately 20% and 23% of the total pooled cash
and investments of the City as of December 31, 2006 and 2005. The pooled cash and
investments of the City and the Airport as of December 31, 2006 and 2005, are as follows:

December 31, 2006 December 31, 2005
City Airport City Airport
Cash on hand $ 14542 % 2923 % 19,242 § 4,438
Deposits
Demand, time deposits 7.696.705 1.546.717 825,741 193,263
7,711,247 1,549,640 844,983 197,701
Investments 154,109.699 30,971,691 166,294.630 38.921.025
Total pooled cash and
investments $ 161820946 § 32521331 § 167139613 § 39118726

Restricted investments

As of December 31, 2006 and 2005, the Airport’s restricted investments are comprised of the
repurchase agreements of $5,834,682.50 for both years.

Deposits

The Colorado Public Deposit Protection Act (PDPA) requires that financial institutions pledge a
single institution pool of collateral against all the uninsured public deposits it holds, and the
market value of the securities in the pool is required to be in excess of one hundred two percent
of the financial institution’s total uninsured public deposits.

As of December 31, 20006, the bank balance of the City of Colorado Springs’ bank deposits
exclusive of cash not included in pooled cash and investments was $12,256,718. Of the total
bank deposits, $183,847 was covered by Federal Depository Insurance and the remainder of
$12,072,871 was uninsured but collateralized in accordance with Colorado state law. The
Airport’s share of those amounts as of December 31, 2006, was $23,244 and $1,526,390,
respectively.

The City of Colorado Springs and the Airport’s investments are subject to interest rate, credit
risk and concentration of credit risk. The City has adopted an Investment Policy requiring all
investments be made in accordance with Colorado revised statutes. As a means of limiting its
exposure to fair value losses arising from rising interest, the City’s investment policy limits
investment maturities to five years. As of December 31, 20006, the detail of pooled cash and
investments held for the City and the Airport is as follows:
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Colorado Springs Municipal Airport
Colorado Springs, Colorado
NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005
NOTE C — DETAILED NOTES — Continued

1. Deposits and investments — continued

Investments - continued

Fair Value Fair Value Weighted Average

Investment type City Airport Maturity (vears)
Money market mutual funds $ 556,562 $ 111,853 0.00
Repurchase agreements 12,012,849 2,414,243 0.00

US Treasury securities 32,042,997 5,719,841 0.89

US Instrumentality securities 106,456,810 21,394,808 1.76
Corporate fixed-income securities 4223 434 848,791 1.22
Mortgages pooled 2,399,118 482,155 2.36

Total fair value 154,109,699 30,971,691

Portfolio weighted average maturity

Reconciliation to Total Pooled Cash and Investments
Add: Cash on hand and in banks 7.711.247 1.549.640

$161,820,946 § 32521331

As of December 31, 2005, the detail of pooled cash and investments held for the City and the
Airport is as follows:

Fair Value Fair Value Weighted Average

Investment type City Airport Maturity (vears)
Money market mutual funds $ 218,823 $ 51,215 0.00
Repurchase agreements 10,428,227 2,440,712 0.00
Commercial Paper 157,227 36,799 0.38

US Treasury securities 32,042,997 7,499,619 0.89

US Instrumentality securities 116,672,873 27,307,122 1.76
Corporate fixed-income securities 3,720,023 870,666 1.22
Mortgages pooled 3,054,460 714,892 2.36
Total fair value 166,294,630 38,921,025

Portfolio weighted average maturity 1.48

Reconciliation to Total Pooled Cash and Investments
Add: Cash on hand and in banks 844,983 197,701

$167,139,613 § 39,118,726
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Colorado Springs Municipal Airport
Colorado Springs, Colorado
NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005
NOTE C — DETAILED NOTES — Continued

1. Deposits and investments — continued

Investments - continued

Credit Quality Distribution for Securities as a Percentage of Total Investments

S&P Rating % of Total

Money market mutual funds AAAm 0.36%
Repurchase agreements - 7.79%
US Treasury securities AAA 18.47%
Federal Farm Credit Banks AAA 7.86%
Federal Home Loan Bank System AAA 22.98%
Freddie Mac (Federal Home Loan Mortgage Corporation) AAA 21.74%
Fannie May (Federal National Mortgage Association) AAA 16.50%
Corporate bonds AAA 0.70%
Corporate bonds AA 1.06%
Corporate bonds A 0.98%
Mortgage bonds AAA 1.56%
100.00%

As of December 31, 2006 and 2005, the City had entered into several repurchase agreements in
order to temporarily invest excess cash. Underlying collateral for these agreements is composed of
direct obligations of the U.S. Government or its agencies and market value of this collateral exceeds
100% of carrying value.
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Colorado Springs Municipal Airport
Colorado Springs, Colorado
NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005

NOTE C - DETAILED NOTES —

2. Capital assets

Continued

Capital assets activity for the year ended December 31, 2006, was as follows:

Beginning Ending
balance Increase Decrease balance
Capital assets being
depreciated:
Buildings $ 88,460,646 $ 5,281,163 $ (388,532) $ 93,353,277
Improvements other
than buildings 125,506,949 199,518 (38,572,5601) 87,133,906
Machinery and
equipment 4,160,389 1,865,508 (380,557) 5,645,340
Vehicles 4,537,074 117,280 (290,624) 4,363,730
Infrastructure 16,795,306 - - 16,795,306
Total capital assets
Being depreciated 239,460,364 7,463,469 (39,632,274) 207,291,559
Less accumulated
depreciation for:
Buildings (24,8806,597) (2,505,068) 286,190 (27,105,475)
Improvements other
than buildings (43,541,196) (4,997,107) 18,744,650 (29,793,653)
Machinery and
equipment (2,436,465) (410,043) 344,680 (2,501,828)
Vehicles (4,227,125) (160,990) 290,624 (4,097,491)
Infrastructure (960,193) (479,336) - (1,439,529)
Total accumulated
depreciation (76,051,576) (8,552,544) 19,666,144 (64,937,976)
Total capital assets
Being depreciated, net 163,408,788 (1,089,075) (19,966,130) 142,353,583
Capital assets not being
depreciated :
Land 18,423,581 - - 18,423,581
Construction in progress 14,482,496 48,742.912 (5,887,723) 57,337,685
Total capital assets, not
being depreciated 32,906,077 48,742.912 (5,887,723) 75,761,266
Capital assets, net $196,314,865 $47,653,837 $(25,853,853) $218,114,849
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Colorado Springs Municipal Airport
Colorado Springs, Colorado
NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005

Capital assets activity for the year ended December 31, 2005, was as follows:

Beginning Ending
balance Increase Decrease balance
Capital assets being
depreciated:
Buildings $ 88,460,646 $ - $ - $ 88,460,646
Improvements other
than buildings 114,089,694 11,417,255 - 125,506,949
Machinery and
equipment 4,104,780 55,609 . 4,160,389
Vehicles 4,555,329 35,070 (53,325) 4,537,074
Infrastructure 16,795,306 - . 16,795,306
Total capital assets
Being depreciated 228,005,755 11,507,934 (53,325) 239,460,364
Less accumulated
depreciation for:
Buildings (22,498,939) (2,387,658) . (24,886,597)
Improvements other
than buildings (38,810,904) (4,730,292) . (43,541,1906)
Machinery and
equipment (2,088,051) (348,414) - (2,436,465)
Vehicles (4,067,692) (211,508) 52,075 (4,227,125)
Infrastructure (480,857) (479,3306) - = (960,193)
Total accumulated
depreciation (67,946,443) (8,157,208) 52,075 (76,051,576)
Total capital assets
Being depreciated, net 160,059,312 3,350,726 (1,250) 163,408,788
Capital assets not being
depreciated :
Land 18,423,581 - - 18,423,581
Construction in progress 11,875,138 9,700,392 (7,093,034) 14,482,496
Total capital assets, not
being depreciated 30,298,719 9,700,392 (7,093,034) 32,906,077
Capital assets, net $190,358,031 $13,051,118 $ (7,094284) $196,314,865
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Colorado Springs Municipal Airport
Colorado Springs, Colorado
NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005

NOTE C — DETAILED NOTES — Continued
3. Revenue bonds payable

In December 2002, the City of Colorado Springs issued $43,005,000 of Refunding Airport
System Revenue Bonds, Series 2002A for a current refunding of $41,650,000 of 1992A Airport
System Revenue Bonds. The refunding was undertaken to reduce total future debt service
payments. The reacquisition price was above the net carrying amount of the old debt by
$1,049,331. This amount is being netted against the new debt and amortized over the old debt’s
life, which is equal to the life of the new debt. The Series 2002A Serial bonds, of which
$18,580,000 mature from 2005 to 2015, have interest rates ranging from 3.00% to 4.75%. Series
2002A term bonds of $17,615,000 and $4,065,000 are due from 2016 to 2020 and 2021 to 2022,
respectively, and have interest rates of 4.75% and 5.00%, respectively.

In December 1996, the City of Colorado Springs issued $12,450,000 Airport System Revenue
Bonds, Series 1996A and $3,485,000 Airport System Revenue Bonds, Series 1996B for the
purposes of paying a portion of the costs of capital improvements at the Colorado Springs
Municipal Airport, funding capitalized interest and a reserve fund, and to pay certain costs of
issuance.

Series 1996A serial bonds of $5,180,000 mature from 1999 to 2012 and have interest rates
ranging from 4.00% to 5.20%. Series 1996A term bonds of $3,045,000 and $3,935,000 are due
in 2017 and 2022 and both have an interest rate of 5.25%, respectively. Series 1996B serial
bonds of $1,440,000 mature from 1999 to 2012 and have interest rates ranging from 4.15% to
5.35%. Series 1996B term bonds of $1,965,000 are due in 2022 with an interest rate of 5.50%.
The 1996A and 1996B term bonds are subject to mandatory sinking fund redemption at varying
dates at a redemption price equal to the principal amount of such 1996A and 1996B term bonds
redeemed plus accrued interest to the respective redemption dates.

In October 1992, the City of Colorado Springs, Colorado issued $47,390,000 Airport System
Revenue Bonds, Series 1992A, $9,000,000 Airport System Revenue Bonds, Series 1992B and
$6,582,687 Airport System Revenue Bonds, Series 1992C for the purposes of paying a portion of
the costs of a new terminal building and other capital improvements at the Colorado Springs
Municipal Airport, funding capitalized interest and a reserve fund, and to pay certain costs of
issuance. The 1992A bonds were refunded during 2002 by the 2002A Airport Refunding
Revenue Bonds outlined above. The Series 1992B bonds were redeemed during 1994.

As of December 31, 2006, Series 1992C capital appreciation bonds of $6,019,851 ($2,069,948
original principal amount plus $3,949,903 of interest accreted through December 31, 2000)

mature from 2001 to 2010 and have approximate yields to maturity of 6.80% to 7.20%.

All bonds are special obligations of the City payable solely from net revenues of the Airport
System and from certain funds established under the bond ordinance.
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NOTE C - DETAILED NOTES - Continued

3. Revenue bonds payable — continued

Colorado Springs Municipal Airport

Colorado Springs, Colorado

December 31, 2006 and 2005

Maturities of the Airport System Revenue Bonds and related interest expense are as follows as of December 31, 2006:

Year ending 2002A 1996A 1996B 1992C Total

December 31, Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest
2007 $1,060,000  $1,919,312 $430,000  $486,523 $120,000  $142,575  $1,603,493  $275,575  $3,213,493  $2,823,985
2008 1,100,000 1,882,213 450,000 465,453 125,000 136,515 1,535,453 204,068 3,210,453 2,688,249
2009 750,000 1,840,962 470,000 442,952 130,000 130,077 1,470,754 134,294 2,820,754 2,548,285
2010 780,000 1,810,962 495,000 418,982 140,000 123,252 1,410,151 66,212 2,825,151 2,419,408
2011-2015 13,860,000 7,472,038 2,890,000 1,680,528 810,000 495,608 - - 17,560,000 9,648,174
2016-2020 17,615,000 3,717,500 3,740,000 837,113 1,055,000 247,500 - - 22,410,000 4,802,113
2021 4,065,000 203,250 870,000 45,675 245,000 13,475 - - 5,180,000 262,400

Totals $ 39,230,000 $18,846,237 § 9,345,000 § 4,377,226 § 2,625,000 § 1,289,002 § 6,019,851 § 680,149 § 57,219,851 § 25,192,614

Interest on the 1992C bonds shown above is added to the original issue amount of the bonds.

Payments on the 1992C bonds of principal and interest will be made in the amount of $1,675,000 in each of the years 2007 through 2010.
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NOTE C - DETAILED NOTES - Continued
4. Note Payable/ Note Receivable

On May 16, 2000, the Airport entered into a loan agreement, not to exceed $3,047,514, with
U.S. Bank National Association to fund improvements to a parcel of land in the Airport’s
Business Park. The improvements consist of infrastructure development, including utility lines,
roads, and general grading in order to prepare the property for development. The loan is
collateralized by real property. The total amount outstanding as of December 31, 20006, is
$1,283,350. Loan payments through May 15, 2036, will be made with funds derived from a
surcharge, above and beyond the monthly land lease, that is collected from the tenant.

Related to the Note Payable is a Note Receivable that represents the tenant’s infrastructure
surcharge payment discussed above. The ground lease for the land parcel has been structured
such that it contains two components. The first component will be the ground rent. The
second component of the lease will be a surcharge in the exact amount needed to repay the
commercial loan. This revenue stream will be used strictly to repay the loan, and will be kept
separate from the flow of funds associated with the Airline Use and Lease Agreement.

The following is an amortization schedule (including Principal and Interest) for a five year
period as of December 31, 20006:

Year ending
December 31 Draw Amount Payment Interest Principal
2006 1,307,644 38,116 14,001 24115
2007 1,739,870 806,408 209,591 596,817
2008 - 228,696 208,431 20,265
2009 - 228,696 206,004 22,692
2010 - 228,696 203,970 24,726
2011 - 228,696 201,752 26,944
Totals $ 3047514 $ 1,759,308 $ 1,043.749 $ 715559
5. Leases

The Airport leases facilities and land to wvarious airlines, concessionaires, and others.
Substantially all of the leases are operating leases for land, buildings, and terminal space, most of
which expired and were reissued during 2004. The leases contain provisions for cancellation by
cither party if certain conditions are met. The following is a schedule, by year, of minimum
future rentals of the operating leases for a ten year period as of December 31, 2006:
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Year ending

December 31

2007
2008
2009
2010
2011
2012-2016

$ 11,711,427

11,562,211
11,616,131
1,723,071
1,619,936

4,978,361
$43211,137

Minimum future rentals do not include contingent rentals, which may be received under certain
leases on the basis of revenue, fuel flow, or number of uses. Contingent rentals amounted to
$497,541 and $6006,772 for the years ended December 31, 2006 and 2005, respectively.

The following is an analysis of the Airport’s investment in property on operating leases and
property held for lease by major classes as of the dates indicated:

December 31,
2006

Land $
Buildings

Improvements other than buildings
Infrastructure

18,423 581
93,353,277
87,133,906

16,795,306
215,706,070

(58,338,657)
$ 157,367,413

Less accumulated depreciation

December 31,
2005

$ 18,423,581
88,460,646
125,506,949

16,795,306

249,186,482

(69,387,986)
$ 179,178,496

Additionally, the United States Air Force leases property from the City pursuant to a ninety-nine
year lease and in turn Peterson Air Force Base furnishes all aircraft rescue and fire fighting

services at the Airport as annual contributions (in-kind services) in lieu of payment of landing
fees under the lease.

6. Changes in long-term liabilities

Long-term liabilities activity for the year ended December 31, 2006, was as follows:

Balance Due
Balance December 31, within
January 1, 2006 Additions Reductions 2006 one year
Revenue bonds $60,100,697 $ 349,153  § (3,229,999)  $57,219,851 $ 3,213,493
Deferred amounts:
For issuance premiums 7,099 - (710) 6,389 -
On refundings (762,365) - 78,261 (684,104) -
Total bonds payable 59,345,431 349,153 (3,152,448) 56,542,136 3,213,493
Note payable - 1,283,530 - 1,283,530 596,817
Compensated absences-
accrued sick leave benefits 353,157 31,822 384,979 -
Long-term liabilities $59,698,588 $§ 1664505 § (3,152,448)  $58,210,645 $§ 3,810,310

34



Colorado Springs Municipal Airport
Colorado Springs, Colorado
NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005

NOTE C - DETAILED NOTES - Continued

6. Changes in long-term liabilities - continued

Long-term liabilities activity for the year ended December 31, 2005, was as follows:

Balance Due
Balance December 31, within

January 1, 2005 Additions Reductions 2005 one vear

Revenue bonds $ 62,846,355 § 424344  § (3,169,982) $60,100,697 $ 3,156,421
Deferred amounts:

For issuance premiums 7,888 - (789) 7,099 -

On refundings (848,875) - 86,510 (762,365) -
Total bonds payable 62,005,368 424 344 (3,084,261) 59,345,431 3,156,421

Note Payable - - - - -

Compensated absences-
accrued sick leave benefits 328515 24.642 353,157 -

Long-term liabilites  § 62,333,883  § 448986 § (3,084,261)  $59,698,588 $§ 3,156,421

7. Interfund receivables and payables

The composition of interfund balances as of December 31, 2000, is as follows:

Current Non-current

Due from general fund $ 50 $ -
Due from utilities fund - -
Due from other City funds $ 50 $ -
Due to general fund - -
Due to utilities fund 112,642 -

Due to other City funds
$ 112,642 $ -

NOTE D — OTHER INFORMATION
1. Risk management

The City of Colorado Springs has established a risk management division to coordinate and
administer workers’ compensation, property and general liability insurance programs for all its
activities and operations. For workers’ compensation coverage, the City has purchased
commercial insurance to cover losses in excess of $750,000 per occurrence. The City pays losses

less than this amount through its Workers Compensation Self-Insurance fund. The Airport is
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NOTE D — OTHER INFORMATION - Continued
1. Risk management — continned

included in the Workers’ Compensation Self-Insurance program. For major property coverage,
the City has purchased commercial insurance policies with varying deductibles. All deductibles
related to these policies are paid from the budget of the individual departments so affected. The
Airport is included in the property coverage of the City. General liability coverage for the
Airport is purchased from commercial carriers for losses up to $100,000,000. No claims were
incurred in excess of the coverage for 2006, 2005 or 2004.

2. Post-retirement health care and life insurance benefits

In accordance with the City of Colorado Springs’ Personnel Policy, the Airport offers a health
care plan, including life insurance benefits, to retirees with the Airport’s contribution determined
by City Council. Employees retiring prior to 1979 receive this health care plan benefit without
cost to the employee. Those retiring during or after 1979 receive a limited Airport contribution
not to exceed $91.40 per month.

Benefits were provided as follows:

Year ended December 31,

2006 2005
Retirees with full coverage 3 2
Retirees with partial coverage 24 24
27 26
Cost of retitement benefits $ 28,736 $ 27,018

Post-retirement health care and life insurance benefits are funded through current revenue
sources appropriated and accounted for in the City’s annual budget.

3. Retirement plans

A. Defined Benefit Pension Plan

Plan Description: The City contributes to the Local Government Division Trust Fund
(LGDTEF), a cost sharing multiple employer defined benefit pension plan administered by the
Public Employees’ Retirement Association of Colorado (PERA). Prior to January 1, 20006, the
LGDTF was known as the Municipal Division Trust Fund (MDTF). LGDTF provides
retitement and disability, annual increases, and death benefits for members or their beneficiaries.
All permanent employees, except uniformed police and fire of the City are members of the
LGDTF. Title 24, Article 51 of the Colorado Revised Statutes (CRS), as amended, assigns the
authority to establish benefit provisions to the State Legislature. PERA issues a publicly
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NOTE D — OTHER INFORMATION - Continued
3. Retirement plans — continued

available annual financial report that includes financial statements and required supplementary
information for LGDTF (prior to January 1, 2006 this fund was known as MDTF). That report
may be obtained online at www.copera.org or by writing to Colorado PERA, 1300 Logan Street,
Denver, Colorado 80203 or by calling PERA at 303-832-9550 or 1-800-759-PERA (7372).

Funding Policy: Plan members and the City are required to contribute to the LGDTF at a rate
set by statute. The contribution requirements of the plan members and the City are established
under Title 24, Article 51, Part 4 of the CRS, as amended. The contribution rate for members is
8% and for the City it is 10.5% of covered salary. A portion of the City’s contribution (1.02% of
covered salary) is allocated for the Health Care Trust Fund (see note D.3.B Post-employment
Healthcare Benefits). Beginning July 1, 2005, if the City rehired a PERA retiree as an employee
or under any other work arrangement, it was required to report and pay employer contributions
on the amounts paid fro the retiree, however no member contributions are required. Beginning
January 1, 2000, the City was required to pay an amortization equalization disbursement equal to
0.5 % of the total payroll. The Airport’s contributions to MDTTF for the years ended December
31, 2006, 2005 and 2004, were $473,929, $430,887 and $4006,460, respectively, equal to the
required contributions for each year.

B. Post-employment Healthcare Benefits

Plan Description: The City contributes to the Health Care Trust Fund (HCTF), a cost-sharing
multiple-employer post-employment healthcare plan administered by PERA. The HCTF
provides a health care premium subsidy to PERA participating benefit recipients and their
eligible beneficiaries. Title 24, Article 51, Part 12 of the CRS, as amended, assigns the authority
to establish the HCTF benefit provisions to the State Legislature. PERA issues a publicly
available annual financial report that includes financial statements and required supplementary
information for the HCTF. That report may be obtained online at www.copera.org or by
writing to PERA of Colorado, 1300 Logan Street, Denver, Colorado 80203 or by calling PERA
at 303-832-9550 or 1-800-759-PERA (7372).

Funding Policy: The City is required to contribute at a rate of 1.02% of covered salary for all
PERA members as set by statute. No member contributions are required. The contribution
requirements for the City are established under Title 24, Article 51, Part 4 of the CRS, as
amended. The apportionment of the contribution to the HCTF is established under Title 24,
Article 51, Section 208 of the CRS, as amended. The Airport’s contributions to HCTF for the
years ending December 31, 2006, 2005, and 2004, were $4,834, $4,395, and $4,309 respectively,
equal to their required contributions for each year.

C. Defined Contribution Plan

Plan Description: The LGDTF members of the City may voluntarily contribute to the Voluntary
Investment Program (401(k) Plan), an Internal Revenue Code Section 401(k) defined

contribution plan administered by PERA. Plan participation is voluntary, and contributions are
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NOTE D — OTHER INFORMATION - Continued
3. Retirement plans — continued

separate from others made to PERA. Title 24, Article 51, Part 14 of the CRS, as amended,
assigns the authority to establish the 401 (k) Plan provisions to the State Legislature.

Funding Policy: The 401(k) Plan is funded by voluntary member contributions of up to a
maximum limit set by the IRS ($14,000 in 2005 and $15,000 in the 2006 calendar year). There is
a catch-up provision that allows participants age 50 and older who are contributing the
maximum to contribute an additional $5,000 annually to their account. The 401 (k) Plan member
contributions from the Airport for the year ended December 31, 2006, 2005 and 2004, were
$111,444, $111,548 and $133,375, respectively.

All fire and police officers of the City participate in one of six agent, multiple employer, defined
benefit pension plans, depending upon their status as a police or fire officer and their hire date
(Old Hire/Alternate/Statewide). The Alternate Fire and Alternate Police plans were merged
into the FPPA Defined Benefit System known as the Colorado Springs New Hire Pension Plan
(CSNHPP) on October 1, 2006. As a function of the merger, FPPA is the plan administrator
for the CSNHPP.  FPPA Board of Directors shall function as the trustee and pension board
for CSNHPP and shall administer the benefits under the CSNHPP plan as well as the Statewide
plan. The Old Hire plans will continue to be administered jointly by the City and FPPA. The
plans are included as pension trust funds. FPPA issues a publicly available annual financial
report that includes financial statements and required supplementary information. That report
can be obtained by writing to: Fire and Police Pension Association, Two DTC, 5290 DTC
Parkway, Suite 100, Greenwood Village, Colorado 80111-2721 or by calling FPPA at 303-770-
3772.

4. Disclosures about fair value of financial instruments

The following methods and assumptions were used to estimate the fair value of each class of
financial instruments for which it is practicable to estimate that value:

Restricted assets — investments and cash and investments

The carrying amount approximates fair value because of the short maturity of most of these
instrtuments. The fair values of some investments are estimated based on quoted market prices
for those or similar investments.

Revenue bonds payable

The fair value of the Airport’s revenue bonds payable is estimated based on the quoted market
prices of the debt in secondary bond markets.
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4. Disclosures about fair value of financial instruments - continued

The estimated fair values of the Airport’s financial instruments are as follows as of
December 31, 20006, and 2005:

December 31, 2006
Carrying
amount Fair value
Restricted assets — investments $ 5,834,683 $ 5,834,683
Cash and investments 32,521,331 32,521,331
Revenue bonds payable 56,542,136 62,577,385
December 31, 2005
Carrying
amount Fair value
Restricted assets — investments $ 5,834,683 $ 5,834,683
Cash and investments 39,118,726 39,118,726
Revenue bonds payable 59,345,431 65,953,098

5. Compliance with OMB Circular A-133

The Colorado Springs Airport receives funding from the Federal Aviation Administration and the

City of Colorado Springs administers this grant. As such, these grants have been audited in
accordance with OMB Circular A-133 at the City level.

6. Subsequent Events

In April 2007, The City of Colorado Springs issued $3,725,000 and $8,500,000 of Refunding
Airport System Revenue Bonds, Series 2007A and 2007B, for a current refunding of $3,680,000
and $7,740,000 of 1996A and 1996B Airport System Revenue Bonds, respectively. The
refunding was undertaken to reduce total future debt service payments.
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